
City of East Bethel   
City Council Agenda 
Work Meeting – 5:30 PM 
Date: November 21, 2012 
 
 
  Item 
 
5:30 PM 1.0 Call to Order 
 
5:31 PM 2.0 Adopt Agenda 
 
5:33 PM 3.0 Discuss Met Council SAC & Loan Proposals 
 
7:15 PM 4.0 Adjourn 

 



 
 
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
Date: 
November 21, 2012 
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
Agenda Item Number: 
Item 3.0  
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
Agenda Item: 
MCES Contract Amendment Modifications 
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
Requested Action: 
Discuss and consider approving proposed amendments to the MCES Waste Water Service and 
Construction Cooperation Cost Sharing Agreement. 
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
Background Information: 
Staff has conducted three meetings with the MCES to explore means to lessen the fiscal impact 
of MCES charges for the City obligations for the Municipal Utilities Project. As a result of the 
meetings, the MCES acknowledges that the City is facing financial challenges relating to our 
water/sewer bond repayment schedule and as such, the MCES has agreed to offer the following 
adjustments to address these concerns:  
 
1.         Wastewater Service Agreement 

a.         MCES has proposed to move back the initial year for SAC collection from 2012 
to 2013, since the wastewater reclamation facilities are scheduled for completion 
in fall, 2013. 

b.         MCES has proposed to modify the forecast growth rate for calculation of a 
payment schedule for debt service and capital costs. Under this proposal the 
projected annual SAC goals would be reduced in half, beginning in 2013 and that 
reduction would continue forward through the life of agreement. The annual 
increase for this proposal would increase at the rate of 17% annually as opposed 
to the current schedule of 10.6%. This change in acceleration of the increase is not 
related to the economic growth rate in the City but merely accounts for the MCES 
requirement to achieve the final numbers on the schedule adjusted for the change 
as proposed.  

c.  MCES is proposing to “grandfather” the Village Green Mobile Home Park into 
the system if the City can acquire their treatment facility. The owners of the 
facility have indicated a genuine interest in pursuing this proposal. A meeting 
with the owners will be scheduled for the week of November 4th for the purpose 
of obtaining their commitment to an agreement to transfer the Village Green 
Sewer Treatment Facility to the City of East Bethel under terms satisfactory to 
both parties.  
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d.         The 2013 SAC rate can remain at $3,400, increasing approximately 3% annually.  
Alternately, MCES has proposed to reduce the 2013 SAC rate to $3,000, 
increasing 3.7% annually or reduce the 2013 SAC rate to $2,600 with 4.8% 
annual increases;  

 
2.         Construction Cooperation and Cost Sharing Agreement 

The cost sharing for trunk sewer benefit ($2,200,000) currently has a graduated payback 
schedule over 30 years. To assist the City through its near-term financial 
constraints, MCES has proposed to amend the agreement to defer City repayment 
for 10 years (interest would accrue, however). Under this proposal the City would 
elect in 2017 to begin the 5 year deferment with payments due in 2018 or chose 
the 10 year deferment on payments to begin in 2023. If the City does not select 
either option, the principal and interest due in 2014 will be $117,245.11 based on 
the hypothetical level amortization schedule included as Attachment #3. This is a 
system operational cost and would be separated into an Enterprise Fund. Only 
until we have the revenue/expense balances for 2013 for this item will be able to 
determine if this will be a deficit for consideration in the 2014 budget.  

 
The acceptance and approval of these modifications may require an amendment to our agreement 
MCES. 
****************************************************************************** 
Attachment(s): 
Construction Cooperation and Cost Sharing Agreement, Attachment #1 
Wastewater Services Agreement, Attachment #2 
MCES Proposal Amendment, Attachment #3 
MCES Correspondence Indicating Payment Rescheduling 
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
Fiscal Impact: 
The purpose of the modifications of the MCES proposal is to allow the City some initial relief in 
the financial obligations of the first few years of our contract.  The effect of these proposals 
would be to transfer or “backload” to the latter half of the schedules for payments. This would, 
hopefully, provide the City with an additional grace period while a customer base can be 
established and market conditions have a chance to be more conducive to development 
opportunities.  
 
There is a cost to deferring these obligations and these costs would ultimately be passed along in 
the form or higher user charges or SAC fees if the pace of growth does not exceed the goals in 
the schedules that would allow keeping interest and principal payments current.  The following 
are the additional interest charges that would accrue if the City chose to accept: 

a. Defer payment to 2018 results in an increased interest payment of $284,436 over the life 
of the project; and 

b. Defer payment to 2023 results in an increased interest payment of $585,628 over the life 
of the project. 

 
If the City can afford to pay down the interest payments, these should be made in the year due. 
These interest costs are based on a rate of 3.6% of the beginning year balance. It does appear that 
it may be in the City’s interest to accept the change in the SAC rate reduction fee to $2,600. 
Even though the SAC charges would rise from the proposed 3% annual rate to 4.7% per year, it 
would take until 2027 for these rates to equalize and at the end of 2030 there would only be a 
difference of $140 between the two.  The reduction in the SAC rate would place the City in a 
more competitive position in relation the charges of surrounding Cities with urban rates.  
 



* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 
Recommendation(s): 
Staff recommends Council discuss the implications of the proposed adjustments to the MCES 
agreement as presented and consider approval of those offers that may be beneficial to the City. 
* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  
City Council Action 
 
Motion by:_______________    Second by:_______________ 
 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
Vote Yes:_____     Vote No:_____ 
 
No Action Required:_____ 
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